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CASI BACJSGRQUHP 

On August 14 , 1997, an evident ia ry h~acinq w.ts h•!ld to 
determine the cost r ecovery methodology Cor transmlssion c harqes 
associated with Schedule C, economy energy (broker) trDnbactlons . 
By its Order 888 , issued April 24 , 1996, the r'LJero>l Enc t qy 
Regulatory Commission (f'ERC) required investor- o wned electric 
utilities to unbundle transmission and ancillary chatqc.s t rom 
broker sales . The issues addressed at th~ hearing wer~ the mdnner 
ln which FERC Order 888 .:~f(octod Llu tram~<act io11 p1 JL'•• .11\d 
subsequent cost r e covery o t broker sales b olween Lwo d1rectl y 
i nte r connec ted utilities, and the manner in which FERC Or der 888 
af(ected the t r ansact ion price and subsequent coa L r ecove ry o f 
broker sales between t wo non-djrectl y inL~rconnected u tJIILiPs . 
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DOCKET NO. 980001-El 
OAT£ : July 9, 1998 

On January 13 , 1998, Order No. PSC-98-0073-FOF-£1 was 1ssued 
!Order or PSC Order) determining the appropriate treatment of 
transmission revenues and costs for broker transac tions . On January 
28 , 1998 , florida Power & Light Company (fPL) and Flonda Powe r 
Corp~ration (FPC) filed separate Motions For Reconside ratton and 
Requests for Oral Argument. On february 9, 1998 , t:he Fl o rida 
Industrial Powe r Users Group (FIPUG) and the Office o f Publ !c 
Counsel (OPCJ filed separate Responses to fl o rida Power 
Corporat i on' s Motion Por Reconsideration . No rel!ponses t o f'PL ' l! 
Motion were filed . At the April 7, 1998 , Agenda Conference , the 
Commission voted to hear oral argument from t.ht:! parlies . Or cll 
argument wall heard aL the April 28 , 1998 , Agenda Conlerence. Th t s 
recommendation addresses the two pending motions fo r 
reconsiderat ion and the two pending responses to fPC' s mot ton . 
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DOCKET NO. 980001 -EI 
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DISCUSSION OF ISSQES 

ISSUE_! : Should florida Power: & Liqht Company ' s Notion Fo r 
Reconsideration of Order No. PSC-98-00'13-FOf-El , Oockr-t No . 980001-
El be granted? 

BECOMHENOATION : No . florida Power & Light Company• s 11ot!on F01 
Reconsideration fails to demonstrate a basis for: recons~derdtl on 
because it is vague . However, staff recommends the Commi ssion, on 
its own motion, amend the Order to remedy inconsistencies withtn 
the Order . 

STAfF AN&LXSIS: It is well settled lhal an agency may reconsid~r 

its final Order if the Order is found to have been based or. 
mistake , inarlvertence Jr a specific finding based on adequ~te proo ! 
of cha nged conditions or othe r: circumstances not presunt in the 
proceedi ngs which led to the Order being modified . People' s Gas 
System. Inc. y. Mason, 187 So . 2d 335 (Fla . 1966) . The purpose o( 
a recc"lsideration proceeding is to bring to the attention of til•' 
agency some matter which it overlooked or failed to conside r when 
it rendered its Order . Qiamond Cab Co, y. Kino, 146 So . 2d 8ij9 
(Fla . 1962) . The mere fact that a p~rty disagrees with the Order 
is not a basis for reargui ng the case . Id . Nor is reweighing the 
evidence a sufCicient basis Cor reconsidcrdtion. Stt!le y. G1 esw , 
104 So . 2d 817 (Fla . 1st DCA 1958) . 

fPL's Motion for Reconsiderat~on falls to demonstrate m1sta~e . 
inadvertence , or some matter which the Commisston !ailed to 
consider when it rendered the Order because the Motion Is vague . 
Staff has spent a great deal of time analyzing fPL ' s Motion and ts 
unable to discern with certainty that portion of tho Order to wht ch 
fPL objects or the manner in wh ich the Commission allegedly erred 
when it rendered the Order. Without a clear statement of FPL' s 
objections, staff would be speculating ln its response t o th~ 
Motion . for this reason , staff recommends th'lt fPL ' s Motion fo1 
Reconsideration be denied. 

However, as stated in the case background , fPL and FPC 
requested and were granted oral argument on thel r :.lotlonn For 
Reconsideration . In its oral argument, fPL opined lhal Lhu 
Commission inadvertently erred when it mandated the manner in wh1 ch 
broker sa les are matched. FPL' s representative stated: "Howev~<:r , 
the Commission did direct in its Order that matches under the 
broker should be the incremental system production costs and 110t 
include the costs associated with transmission service. 1 woulu 
start by s aying that I don't t hi nk you really int ended t.o qo Lh<1t: 
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far . " (TR Oral Argument , pg. 6 , lines 7-12) Staff believes that 
thi$ issue, because of possible internal inconsistencies within t he 
Orde r , requires reconsideration. 

An analysis of the purpose of the proceeding is helpful to 
ur,derstanding this issue. The purpose of the proceeding •.tas to 
determine the appropriate allocation of revenues a nd costs f rom 
broker transactions . To do this , it was necessary to analyz~ how 
matches are made on the broker system and the pri c tng .ond cos t 
dllocation methodologies employed by edch utility . 

Prior to E'ERC Order 888 , all the investor owned elect ric 
utilities used the same methodology to set quotes on the broker 
system. Quotes were based on incr emental fuel anu in some cases , 
incremental operation and mainte nance costs . There was no 
t ransmission component in the quote . The broker program matched 
buyers and sellers from the highest savings down to t he lowest 
savings and used a ' split-the-diffe r ence ' methodol ogy o deLe rmine 
the transaction prices . Bilateral agreements setting broker 
charges between the participants were approved by E'ERC . The 
original intent of the broker system was to maximize statewide 
in~.:remental cost savings for fuel . In othe r words , the broker 
p r ogram acted as an economic dispatch of t he participating 
utilities generating units . 

To comply with the E'ERC unbund ling requirement, each utillty 
filed amendments to their bilatera l contracts before fERC on 
Ja nua ry l , 1997 . E'ERC has not yet approved these tariffs . The 
transmission componePt in these tariffs are not an incremental cost 
of broker sales , but rather a contribution to fi xed transmis sion 
costs . The intent of the inquiry regarding incremental costs a ~ 
t he basis for matches of broker sales was to ascertain Lhe extent 
to whi ch the original purpose of the broker system will not be 
maintained if fixed transmissio,n costs enter i nto the matching 
methodology . The record is well developed on thls point . 

Pursuant to Order No . 12923, Docket No . 83000 1-E:U-B, issued 
January 24, 1984, the gains on bro ker sales are split BO'~ to 
ratepayers and 20% to stockholders . The ov~ rriding policy of the 
instant PSC Order was , to the extent possibl e , maintain Lhe gains 
on broke r sales the same before and after E'ERC Order 888 . This 
would hold ratepayers and stoc kholders harml ess 1rom adverse 
effect s of the E'E:RC Order. f or this reason , ln several places in 
the Order, statements are made regarding the Commission ' s 
preference for continuing to base the t r ansaction price o f a broker 
sale on incremental system production cost and addi ng any FERC 
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required transmission costs after the broker has matched a buyer 
and seller . 

The preference for using incremental system production costs 
continues be encouraged by the Commission. However , through i ts 
oral argument , FPL identified that w1thin the OC"der there are 
several places where the language could be interpreted as requlring 
utilities to base the transaction price of b:oker s~les on 
incremental system production costs and adding the lransmisslon 
component after the match is made . It was not the Commission ' s 
intent to mandate the prlce of broker sales because 1t is 
recognized that the Commission does not have jurisdict1on t o do so . 
This e rrc r was due to mistake or inadvertence . Therefore, staf( 
recommends that the Commission , on its own Motion, amend the Order 
to remove any inconsistencies. The amendments reco1runended by stat! 
are set forth i n legislative formal in Attachment A, att.tched 
hereto 

In sum, FPL' s Motion For Reconsideration falls to meet the 
standard for reconsideration and should be denied. llotwithstanding 
that , there a re s tatements in the Order which could be interpreted 
as requiring utilities to match broker sales based on incr~mental 
sy~ :em production cost . Staff recommends that the Order be amended 
to corr ect the inadve rte nce as set forth in the attachment. 
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ISSQE 2: Should Florida Power Corporat ion ' s Moti on for 
Reconsideration o f Order No . PSC-98-0073-FOF-EI , ~cket No . 980001-
EI be granted? 

PRIMARY BECC»t«ENPATION: Yes . Flori::la Power Corporation has met 
the standard for reconsideration by demonstrating that the 
Commission may have made a mistake of fact or law whe n it re~ected 
the Florida Power Corporation's request for jurisdictional 
separation of transmission revenues . Because there is insufficient 
evidence i n the record to fully analyze the issue , staff recommends 
that the matter be addressed at hearing . (Paugh, Harlow, Wheele r , 
Behrmann) 

J\LTERNATIYE RECONMENQATION: No. FPC did not present any new 
evidence that was not already discussed at the hearing . Therefore , 
FPC' s request for reconsideration should be deni ed. Staff 
understood FPC' s argument and Order No . PSC-98-0073-FOF-El states 
several reasons why the Commission d isag reed with FPC. The f ocus 
o f the Commission ' s Orde r was to keep gains on broker sales ~he 
same before and after FERC Order 668 . FPC' s logi c merely 
reclassifies existing production related revenues which would 
reduce the credit to retail customers . FPC can file new tat i ffs at 
FERC to correc t any perceived harm to its stoc kholders . (Jen kins , 
Ballinger] 

PRIHARX STAfF AHALXSIS: 

florida Power Corporation 

Florida Powe r Corporation ' s Mot i on f o r Reconsideration 
questions that portion o f the Order which requires transmission 
revenues t o be credi ted and separated on an energy-reldted , 
generation basis . FPC argues t ha t t r ansmiss1on revenues from 
broker sales must be j urisdictionally separated using a 
transmission separation factor and that the Commisslon' s fdtlure to 
do so is a mistake . (FPC Motion , pg. 2) With resp~·c t t o a 
transmission sepa ration factor , the Orde r states : 

We do not agree with fPC. The transmis:~i on- related 
separations factor FPC was referring to was the result of 
the separations , o r cost of service , s tudy applied 1n the 
establishment of base rates . This separati on factor 
allocates a portion of transmission costs t o separated 
wholesale sales . As noted above , economy sales are non
separated sales . In a sense , FPC is as kinq that lht>tw 
non-sepa r ated sa l es be treated dS sepdrated Sd l es . w~ 
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see no compelling reason for applying a base rat e 
separations factor to non-separated sales . Previously, 
~~ have clearly stated that revenues from non-separated 
sales should be credited to retail customers to 
compensate them for supporting the investment used 1n 
making these sales . 

Orde r, pg . 9 

FPC ' s Motion For Reconsideration is based on three primary 
poim:s of contention. FPC' s first a rgument is that the Order 
misapprehends th~ relationship between ' separated Sdles ' dOd 
' separation factors' . FPC states that the OLder 1ncorrPC" l ly 
assumes that the only use of a transmission sepa r ation fact~r 15 
for jurisdictionalized, separated who l esale sales , <Jnd bee.Ju~·· 
broker sales are non-separated, wholesale sales , the use o t <1 

transmission sepa ration factor is inappropriate . (FPC t1ot ion, pgs . 
3-4) 

FPC ' s second argumen• s that to limit the transmission 
separation factor t o only ~~parated wholesale sales ignores the 
fact that wholesale customers support the investment used in mak1ng 
broker sales . FPC points out that its firm wholesale custome rs 
support approximately 25\ of its investment in transmission assets. 

Third , FPC argues tha t the Order places it i n an inter 
jurisdictional conflict . 

Because of Order 898 , Florida Power nust credit its 
wholesale business with a share of transmission revenues 
from economy sales equal to the share of transmissi on 
cost responsibility supported by its wholesale business, 
i.e . 25% . If Florida Power must also credit 95i of rhe 
same transmission revenues. t o its retail fuel c!ause 
because of the retail clasn' s unrelated energy cost 
responsibility , it will obviously be forced to credit 
more revenues than it receives. 

FI?C Motion pg. 5 

FPC states that it will be seriously and permanently 
consequences of the Order , whi c h through mi!ltdke , 
inadvertence, the Commission has failed lo conside r . 
pg. 5) 
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Qilice of Public Coynsel 

In .its Response to rlorida Powet Corporat 1on ' s !-lot lOll For 
RPconsLderation , tho Office of Public Counsel makes three 
o~ jections . rirst, it states that to o~~dopt rPC' s posllion ~;ould 
result in fPC overearning . (OPC Response, pg .l ) Second , OPC states 
that the separation of t_ransmission revenues would allow FPC LO 

collect additional revenues wi thout additional transm1ssion cos ts . 
(OPC Response , pg . 1) Third, OPC states that. 1.11ere 1s 1nsuCricienL 
evidence in the record to determine : ( l l how transmi ssion rates are 
established for the wholesale jurisdiction; (2) which wholesale 
customers are supporting the capital transmission costs ; and (J)the 
manner in which the wholesale customers will rece ive the benefit o f 
the incremental r evenues . (OPC Response , pg. 2) OPC opi nes LhJL 
without additional informa tion regarding these enumerated 
questions , the Commission would t.e granling rPC a windfal l if It 
were to adopt the company' s recommended separati on fac t or . 

rloqda Iodystrial Power Users Groyp 

In its Response To florida Power Corpor.n ion ' " 11ot ion fo1 
Recons ideratl on , tho F'loridd lndustr!,d Powe1 Uscr' u G1 oup .ttqucs 
t wo points. first, E'lPUG states thdl because the Commission 
specifically considered and rejected rPC ' s position on a 
transmission separation factor, rPC is merely rearguing its case 
and thus has not met the standard f or rr>considerall on . (f!PUG 
Response , pg . 1) Second, FIPUG argues that fPC's three reason~ fo r 
seeking a transmissior separation factor a re without merit . flPUG 
avers that the Commission did not misunde rstand the prope r use o t 
a transmission separation factor. In addltion , f!PUG argues that 
because retail customers do support the tr.:tnsmission syst••m, they 
should be compensated !or their investment . (rlPUG Response , pg . 2) 
FIPUG believes that no inter-jurisdictional conflict was created by 
the Order insofar as the Commission has used its j urisdicl ion 
properly to protect the retail ratepayers . I f"! PUG Response , pq. 3) 

Pr imary Staff Analysis 

A brief review of the affect of the F'ERC Order i s instruc liv•.• 
in the analysis of the positions of t he panics. Prior to F£::1\C 
Order 888 , all broker sales revenues were treated by thE: Co!IVnlu.:;ion 
as energy- related generation revenues . As such , they were 
separated into the wholesale and retail jurisdictions on an etrergy 
(or kilowatt hour) basis . This was accomp lished by c r editing tile 
r evenues through the fuel ad justment c l <IUS•'· In fPC' s ca~c . lht• 
ene rgy spl1 t is approximately 95\ retail and 5\ wholel.l.t lc . Thus 
when a broker sale was made, 95\ of the revenues were c redited to 

- 8 -



u KET NO. 980001-EI 
DATE : July 9, 1998 

the retail jurisdiction . After F'ERC Orde r 888 , uuliLics must 
identlfy a portion of the revenues f.:-om <ill ~o~holesdle :Jo.lles . 
including broker sales , as being attributable to the transmission 
fa -:ilities which we re needed to make tham . Tn F'PC' s cnse , the 
transmission split is approximately ?S' retail and 2~1 ~o~holes ale. 

The PSC Order requires that all btoJ.:er rev.•nu<>:. (lncludlnq 
transmission revenues) be returned to the ratepayers through t.h~ 
fuel clause and requires the separation b~twPen t etall and 
wholesale customers be on an energy basis . ThP r<J tlOndle lold S that 
since broker sales are not separated s<.~ les , the t rcansmt:.sion 
separation factor does not apply to them . Wh1l e this rdtional<· is 
l ogic al and supported by Commission prucedl' IIL , it lntlY la1l LO tully 
account for the transmission cost allocation required by f'ERC O:der 
888 . 

With respect to FPC' s first argument , stil fC disagrees with t.h<> 
statement that the Commission misunderstood the relat1onsh1p 
between separated sales and separation facto r s . Tho Orde r 
spe< iflcally recogni zes the d ifference between sept~rat ••d :1o.ales and 
sepdr~tion factors and rejects that d rgument mdd~ by FPC . 
Notwithstanding the foregoing , it appea rs FPC' s conclusions 
regarding separations factors m~y be correc t. Transm1ss1on 
revenues must be ident: ified pursuant: to the f'ERC Order. Th•· r e t.all 
jurisdiction supports a di f ferent proporti on o f transmission than 
iL does generation in FPC ' s case . Speci[i cally , the Orde a, as it 
i s curt:ently written requires FPC to cred it back 95i of t he 
transmission revenues to retail customers when those customers onl y 
pay for 7S\ of the transmission assets. To rroqui re fi'C to cr••r.H t 
transmission revenues to t he r e tail JUrisdiction in ~ rcrl ter 
propo rtion than the retail jurisdiction suppons may be 
1ncons1stent with the directive of the f£RC Order. 

FPC ' s second argument , that llm!Linq th•• transmission 
sep.!l raLion fa c tor to only separated wholf'sal<· sales igno rf.!s the 
fact Lhdt dll firm wholesale customers support the investment used 
J.n making broker sales , may be correct . The tr~nsm1ssion system as 
a whole is used to ma ke broker s~ les. In fPC' s case, the r et a! 1 
jurisdi c tion supports only ?5\ of tl1•J lnVNI'rnf"rH 1n the 
Lr..ansmlssion system. The Order requires FPC t o credit bac k 9SI of 
the transmission revenues genera ted by broker sales . Thus , 1t may 
not be appropriate to require the utility t o c r edH back more than 
an amount proportionate to Lhe retail ju ri !ldlcllon ' !l tos t 
r r,:< ponsi bi li ty . Therefore , :staff <ICJI<W'l with FPC.: th..at 
tt<~nsmlssion separation fac tor for broker sales may be appropriate . 
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fPC's t.hlrd drgument , thdt the Order place!• 11 111 .on arot.•·I-
J udsdictional conCltct, is not. adequately s uppo rt ••d by record 
evidence . During the hearing , fPC sponsored o nly <Jc n<·r·al testimony 
regarding its fERC transmission tarHC. There wa s no tr•s timony 
relating to the specifics of the cont.ent.s .1nd effect. :>1 thn tariff. 
In additlon , fPC ' s testimony was that the tariff Is iuterirn and 
t.hat no flnal ruling by f'ERC has been made o n lt. for those 
reasons , and for the reasons set forth below, start n•commends t.hat 
the 1ssues raised in fPC' s Mot ion for Recons ido r .ll ton he <~ddr ••ssed 
at hearing . 

1'/i.th respect to OPC ' s Response to FPC" s M~>lton for 
Reconsideration, staff disagrees with OPC' s tirst two dtyumo:rat.s ilnd 
agrees with the third argument. OPC' s first and second obJ •·Ct.Jons 
are that t o adopt fPC ' s pos ition would result. 1n fPC ovc : carn tnq 
and would generate additional rev~nuos without addtttonal costs . 
The transmission separation factor proposed by fPC 1s simply a 
reallocation, based o n cost responsibility, of revHnuPs whi rh were 
previously separated only on an energy-related go·no·rdt ton b .. s ts. 
That the percentage cost responsibilit ies between energy-related 
gen~ration and transmission are different , does no t 1mply that FPC 
will receive additional revenues . Likewise , tho rhl llocation o ! 
transmission revenues should not impact fPC ' s reLall e.ornings . 

OPC' s third objection , that there is tnsufficient evtdt!nce t o 
dete rmine : (1) how transmission rates are established ; (2l which 
wholesale custome r s are supporting the capital transmission cos ts; 
and (3)the manner i n which the wholesale customers w1ll rerolve the 
benefit o( transmission revenues , raises some important lSS•tus . 
These issues were not speci f ically addressed at the hearing. OPC ' s 
position appears to be that the lack of evidence renders f PC ' s 
Motion For Reconsideration insufficient. Staff d1sagre,..s with 
OPC' s conclusion. Rather than rendering t.he Motion insut t ictcnt , 
staff believes that the issues ralsed by OPC support the Hot 1 o n for 
Reconsiderat.ion and demonstrate the need fo r an addit.i o nal hearing. 

Staff does not believe that fiPUG has establt5hcd a basts t or 
re jecting FPC' s Motion For Reconsideration . flPUG is coLLect when 
it states that the issue o f a transmissi on separati on !actor was 
considered by the Commission . However , staff di sagrees with 
FIPUG' s assertion that fPC is merely rearguing its cas<- .tnd thu:• 
has not met the standa rd for reconsideration . f'PC ts r "<I' t•tlr trl lt·r 

case but i t also mel the standard Cor n•constdor.nlon tn lhol lL 
h<~ s !•hown thdL there may be mist.ake or inadvertence in the Order. 
Fl PUG tllso argu9s that FPC' s three reasons for seeking 
recons1deration are without merit . for the reasons set forth above 
in staff's analysis of FPC's motion, staff disaqrel•s w1lh thts 
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conclusion of FIPUG's. Finally, FIPUG' s contention tltdt bec<~usa 
retail customers support the investment i n transmissi on , th<!y 
should be compensa ted fo r it , is not a basis for denying FPC' s 
Mot ion . Retail customers will be compensated for the1r investment 
in the transmiss ion assets of the company reg.:~rdle:Js '> l how 
transmission revenues are separated . 

In s um, FPC has met the standard Cor reconsidtHat ton o f 
Commission orders . FPC has adequately demonstrated that ther•· mdy 
be mistake or inadvertence i n that portion of the Order rel tttng to 
j urisdictional separation of bro ker transmission . Staff d1sagrees 
with the arguments made by OPC and FI PUG Cor denying the Motion Fot 
Reconsideration. Because there is insufficient evidence :n th~ 
record to fully adjudicate the issues raised by FPC , OPC and stdff , 
it is recommended that the matter be addressed at hear1nq. 

JI.LTBBNATM STAfF ANALYSIS: Broker sales are a classic- example of 
non-separated sales in that they are sporadic and not <1ccounted tor 
during a base ra t e proceeding. The Florida Energy BtoJ.:o~t '"as 
designed to repl icate statewide economic dispaL clt l o t ttoutly non
fi m economy sales. Pri or to FERC Order 888 , matches were made 
based on incrementa l/decremental production costs . There are no 
transmiss ion "wheeling" cha rges associa ted with rJtrectly 
interconnected u tilities . The primary purpose o t Ordar ooa WpS co 
remove o r reduce the competitive advantage that a l ranstu1ssion 
owner had i n favo r o f its own power sales . Unl ess a separate 
transmission char ge is added to t he selling ut ility' s produc 10n 
costs, a transmission owner will have a competitive ad•t ... ntagc ovP t 
othe r generation souLce s . FPC' s primary argument in Lh~t llto ~ut 

sales ut ill ze assets that are suppor tod by both whole sa 1 e and 
retail jurisdictions. Wh ile this has some intuitive and logical 
appeal , it flies in the face of Order No . 12923 , Docket No . 830001-
EU-8, issued January 24, 1984, and Order No . PSC-97-0262-FO~'-El , 

Docket No . 970001-EI , issued March 11 , 1997 . Oroer No . 12923 
removed all gains from Broker sales from base rates and required 
that these gains be credlted through the utJ.li ty ' s fuel clause . ln 
return for t his t r eatmen t , the selling utility was allowed to 
retain 20% of lhe gain below the line as an incentive . Page 2 o f 
Orde r No . PSC- 97 - 0262-FOF-EI reaffirms the Commission's policy of 
credit1ng UJ. revenues from non-sepa rated sales to the retail 
ratepayers . FPC did not request recons ideration of either Order . 
Order No . PSC-98-0073-FOF-EI states that "(T)he evidence adducnu in 
this proceeding does not support a oevl11t ion from ou r pulley ." 
(Order, pg 7) In other words , FPC tried to convince the Commission 
to change its policy and was unsuccess ful. It appears that FPC is 
really requesting that the r ecord relied upon for Order No . PSC-97-
0262- FOF-El be reopened, not the instant proceeding. H~>qu·fllf'sll , 
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this issue was thoroughly discussed at hearing and in the 
companies' briefs . The Commission did not find the a r guments 
compelling . 

E'PC also argues that its stoc kholders will be harrned d the 
Commission ' s Order is upheld . What fPC fa ils to menti on is that 
undt!r its method , retail ratepayers will be harmed immediatel y. 
Any perceived stoc kholder harm is premature because the E"ERC has 
yet to rule on each utility's proposed method for unbundling 
transmission costs and revenues Cor broker sales . After the fERC 
makes a final ruling, any "harm" placed on E'PC' s stockholders could 
be mitigated by a tariff revision with lhe fERC. fPC ' s retail 
ratepayers do not have such an option . This wa s the onP o: the 
reasons for the overall recommendation to keep the gains on broker 
sales the same befor e and after fERC Order 888. ln sluff ' s mlnd, 
retail ratepayers should not be penalized due to a me r e 
reclassification o f a revenue source . This would be consistent 
with the decision contained in Order No . 12923 and mainta1n the 
original intent of the broker system. 

fPC also contends that if the Commission's Order is upheld , 
its will be required to credit "more revenue that 1t recelvPs '". In 
other words, FPC contends that they would have to credit the same 
revenues in both the retail and w-holesale jurisdictions . However , 
most of this perceived harm is offset by the 20% below the lJne 
incentive that fPC retains when i t makes a broker sale . Thi s same 
double hit argument was made by Gulf Power and TECO. Staff notes 
that the E'ERC has yet to make a final ru ling on these tariffs and 
neither Gulf or TECO requested reconsideration of this issue. 
Therefore , it appears that FPC's concerns are premature dnd nor 
shared by at least two other utilities. Regardless , this issue was 
thoroughly discussed at hearing and in the compan ies ' brie f s . The 
Commission did not find the arguments compe lling. 

- 12 -
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ISSUE 3: Should this docket be closed? 

RECQMHENDATIQN : No . 

STAFf ANALYSIS : The Fuel and Purchased Power Adjustment Clause 1s 
dn on-going docket and should remain open . 

- 13 -
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BEFORE THE FLORI DA PUBLIC SERVICE COHHfSS!ON 

In re : Fuel and purchased power 
cost recovery clause and 
generating performance incent:ve 
factor . 

DOCKET NO. 980001-Ll 
ORDEH NO. PSC-98-0073-f"OF' EJ 
ISSUED: January 13 , 1998 

The following Commissioners part icipated in the disposition of 
this matter : 

JULIA L. JOHNSON , Chairman 
SUSAN f. CJ..ARK 

JOE GARCIA 

ORDER DETERMI NING APPROPRIATE TREATMENT Of 
TRANSMISSION REVENUES AND COSTS fOR 

SCHEDULE C. ECONOMY ENERGY TRIINSl\CTIONS 

BY THE COMMISSION : 

The Fede ral Energy Regulatory Convniss10n ' s (ff:RCJ Order 08!1, 
issued April 24 , 1996, required investor -owned electrLc utilities 
to unbundle transmission and ancillary charges from economy energy 
sales . The primary pu~pose of FERC's unbundling requ irement was to 
remove or reduce the competitive advantage that a t r ansmission 
owner had in favor of its own power sales . Fl or1da Power ' Llght 
Company ( f'!'L) , Florida Power Corporation ( fPC) , Gulf Power Company 
(Gul f) and Tampa Electric Company (TECO) filed amendments Lt their 
existing economy coordination tariffs on Janua ry 1, 1997 , at fERC . 
fEBC ha:J not yet ruled on these tariffs. Each o f the utilities 
implemented the tariffs on an interim oasis , subJect to refund, as 
of Janua ry 1, 1997 . Prior to FERC Order 888 , the utilities used a 
consistent pricing and cost recovery methodology for b:oker sales. 
However , each of the four utilities have implemented a different 
method of pricing and/or cost recove ry fo r broker tr.lns<Jcr ( ons 
subsequent to the FERC Order. 

Four issues concerning the pricing and cost recovery of broY.er 
sales were address~d during the August 14-15, 1997 , huarlng in Lhls 
Doclc:P-t . The !"lorida Jndll!lr rial Powor USt!I'S Group I f'l rUG) dOd tho 
Offi ce of Public Council (OPC) intervened in this proceeding. FPL, 
FPC , Gulf, TECO, FIPUG and OPC participated in the August 
evidentiary hearing and filed post hearing briefs. II 
recommendation was filed on December 4, 1997, for consldcratlon at 
the December 16, 1997 , Agenda Con f erence . !lav i ng constdeted all 
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the evidence and the arguments o f the parties, we now render our 
decision . 

Electric Oti1it.iea' Natbodol~ea ror Ident.iLyinq Tran~aaion Coat 
and Pricing of Broker Salea Between Two Directly I nt erconnec ted 
Ot1.lit1.ea 

1'he flr3 t i !!lette is the Jlftant) er i M whiet. t: r a fi :!HfiH'!sten eeets 
a h e1:1l et affec t t:fte t !'&Reae tiel\ f)r iee of uf\ ceoAamy, SL'ACd t;t le c, 
brelte~ e~afletset iefl betwee" t we el i teetl ) l rrs t e:reeur1eete8 ut t l it i e s. 

The E'lorida Energy Broker Network was designed to r"r 11 cc1tc dO 
economic d i spatch for hourly non-firm economy sales . t•nor to fERC 
Order 888 , buy and sell quotes were based on incremental system 
costs and any applicable variable O&M costs . T1 ansml ssion costs 
were not i ncluded i n b roker quotes . Matches were made on the 
broker s ystem by maximizing savings between the buyer' s dccrcmental 
production cost and t he seller ' s incremental product1on cost . A 
t ransaction price was then determined by averag ing the buyer ' s and 
sel: ';! r ' s quo t es . for example , the t r ansaction price for a sale 
be t ween a buyer with a quote o ! $30 and a selle r with a quote of 
$20 would be $25 . This practice maximizes the statewide sav1ng~ for 
participants . 

There is disagreement among the four utilities as to whether 
the fE:RC unbundling r equirement f o r e xisting agreemenl s . 11 I ows o.1r1 

additional charge for transmission for broker Lr<~n:~act lons 
invol ving two ad joining utilities . fPC dlld TECO st~ted that for 
existing agreements , fE:RC would not allow an addtt1on;d 
transmission charge to be added t o the e xisting transaction pr1ce 
when a ' split-the-savings' pricing approach was used . Both FPL .1nd 
Gulf believe t hat an additional ch<lrge was allowed . FPL' s Witness 
Villar stated that fERC ' s position on whether an add1tional 
transmission cha rge can be added was unclea r and would be settled 
through litigation before FE:RC. 

The 
proposed 
involved, 

followinQ table summarizes 
by each utility when there 
a buye r and a se ller . 

I' PC 

Sell Quote $20 

Buy Quote $30 

the 
are 

TECO 

$20 

$30 

pr1 cjng methodology 
only t wo utili t ies 

FPL GULF 

$20 $20 

$27 $30 
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Seller'• Margin 

Buyer Billed For . Tranallliaaion 

Buyer'• Total Coat 

FPC 

$25 

$5 

$0 

$25 

ATTIICflt•!I:;Wr ;, 

TECO FPL GULF 

$2!; $23.50 $25 

$5 $3.50 $5 

$0 $3 $3 

$25 $26 . 50 $28 

Under the pricing methodologies o ( fPC and n :co, mat "'h••s <~r •· 
made based on the incrementa 1 system produc t ion c J:;t , Jll:c.t .t S 
before fERC Order 888 . for example , the transac Lt o n pr t ee t o r .1 

sale between a seller with lncr~mental system costs o f S20 a n~ d 

buyer with decremontal syst.cm c ost.s o f $30 would remain S25 . Bot h 
FPC and TECO unbundled a transmiss1on charge from th·~ · ·xk s t 1nq 
transaction p r ice , resulting in a total c ost t o the buye t o l S2S . 
fPC includes a separate charge for transmissio n t o r e conomy sales 
made pursuant to new ag r eemont:o e xe c uted after July 9 , 1996 . 
However , fPC stated that these economy sales are not mdd•· on the 
broker system . 

Gulf only makes economy sales as a part o f South~rn Company. 
As in FPC ' s and TECO' s methodology , under Gulf's me thodo l o gy , 
matches are made based on the incr emental producti on C'OS l. 1'h•' 
transaction price remains S25 , just as befo re F'ERC Ord•' r lll18 . 
However, the buyer is billed separately f o r the $3 t r ., ns rnr ss t on 
charge, resulting in a total cost f o r t t1r buyer o f S78 . 

We agree with the positions 0f FPC, TECO and Cui f . t·l c.Lches 
should be made based on the incr emental system pro duc tto n cost, 
just as before FERC Or der 888 . This will maintain the o rtqrnal 
purpose of the broker system to maximi ze statewide inc r <-mental 
system cost savings foe participants. Cons i stcnt w i Lh Gu lf ' s 
methodology , any tra nsmission charge requ i red by Lhe F'f.RC Ordc t 
should not influence the matches made on th•" bro ker s y!l t.c m dnd the 
gains associated with broke r sales . We f i nd Llt ~ t thls ls 
appropriate because the transmission c harge is no t an 1nc rement.al 
produ c tion c?st associated with the sale , but a contrlbu tio n t o 
fixed costs . 

rn contrast to FPC, TECO and Cul! , unde1 FPL' s methodo logy , 
the transmissio n charge affects the transaction price o f d bro ker 
sa lo . FPL proposes to subtr act the transmission charge trorn the 
huycH' s quote before determining the transacti o n pri ce , F'o r 
e xample , if FPL were the seller 11ith a quo te o ! $20, lhe buyo r' s 
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quote of $30 would be reduced by FPL ' s transmission churgc (SJ) to 
$27 . According to FPL's wi tness , Villar, FPL' s quote o f S20 and 
t he buyer ' s adjusted quote o f S27 are then averaged by the broker 
system to obtain a transac t ion price of $23 . 50 . The resu lting gatn 
is t~en $3 . 50 . FPL would then bill the buyer separately !or the $3 
cransmission charge , re:~ulLJ.ng in a I.OLtJl co:~t Lo the buyt:!r of 
$26 . 50 . It appea rs that OPC has adoptod FPI.' s methodology ,Js tin 
I nLcrim method . 

We disagree with FPL' s pr1cing methodology bocause the 
transaction price should not be a ffected by the transmi ssion 
charge , which is not an inc remental cost of t he sale . We rltsuqr~~ 
with the assertion that FPL' s proposed pricing methodoloQy Is " Just 
1 ike i t is done !or transac t tons between non-dt reel 1 y 
i nt~ t connected utilities . " (Tr . 100-1011 It is c lear trom the 
record that fo r non-di r ectly i nterconnected ucil ities , a sep.arate 
wheeling charge is added to the transaction price, result1ng 1n the 
buyer paying the full transmission c harge . For a wheeled sale , tho 
buye r wou ld pay a $3 wheeling fee in addition to th~ S2S 
transaction price, resulting in an effective price of S28 , just as 
i n Gu f ' s methodology . In contrast , FPL' s prici ng methodoloq'l 
results in a cost o f $26 . 50 f or the buyer an.:l has thu et ! ~>;t o> t 
splitcl ng t ho transmissi on charqe between thP. buyllr and Lhr> s<'ll••r . 

Therefore , we ~ believe that t he transaction price o f c1 

bro ker s ale between two directly Interconnected utilities ~ha ll 

should be based on the inc remental s ystem production cost , Just as 
before FERC Order 888 . Any transmission charge required by FE:RC 
Order 888 should no~ influence the gain on a broke r sale. Any FE:RC 
required transmission costs shall s hould be added a f ter the broker 
has matched a buyer and seller . This method preserves the 111t~nt 
of Lhe broker system. 

Transmissi on Cost Recovery for Broker Sales Between Two Directly 
Interconnected Utilities 

The ~ fi.rst issue to be resolved 1s the llldnna r In wtu ,·h 
transmission costs should be recovered for an economy, Schedule C, 
broker transacti on between t wo directly inte r connected utlll.tl~s . 

RECOVERY fOR TH& SELLER: 

Our policy on tt.e treatment of the costs o( economy sales was 
established in 1977 . Selling utilities we re allowed to recover the 
fuel component of economy energy sal es through the Fuf'l .1nn 
Purchased Power Cost Recovery clause (fuel c laus~). 1'h•• I"" ' Ia 



DOCKET NO . 980001-EI 
JULY 9 , 1 998 

/1TTACHMENT A 

margin , or gain , on economy sales was 1ncluded 1n bas ... rates . 
Ordar No . 12923 , issued J a nuary 24 , 1984, in Docket No . 830001-EU
B, removed economy energy sales profits from baac rdtC:J and 
requ.lCed that t hese gains be credited to the fuel cl<~use . The 
Order fu r ther stated t ha t the economy energy gains were to be 
divided between ra tepa ye r s and stockholders on an 601-20• bdsi~ . 

As a result of t he FERC unbundll ng requ I remPnt , P<wh ot t ht• 
four utilities is following a different cost recovery muLho<l tor 
economy sales . Ba sed o n a hypothet1cal $20 sell , SJO buy , and S3 
transmission q uot e , t he followirg table summarlzcs Llw ulil iucs ' 
methods as well as t he ef fect of our (indings on each utility : 

a.t on 188 .t.lt&< ... 

.Ul IOOa FPC rl'IC rPt. rl'IC Oult rl'IC n co "" 
" T nsACt ton pr tee n~.o $1~.0 S2S.O s:l.) Hl., $1~ 0 n~.o $1) 0 $2~.0 

8 Addition•l tt•ns- so.o 10.0 10.0 : ), 0 n .o $).0 n.o ~0 0 so.o 
mi aslo.n ch•r91 

c Buyer • ' cost $2~.0 ns.o ns.o "'· s 
u,.s ~oZI.O ue.o Sl\ 0 $%~.0 

IA •&J 

0 lAI•• inCCC!IMnLol HO.O S20.0 $20.0 uo.o S20.0 $20.0 no.o $20.0 120.0 
fU'"'l CO.Jt 

E L~as cndit to $0.0 so.o 10.0 :o.o 40.0 u.o so.o ; ) 0 so.o 
o~r. revente 
u.ran.a. rev•nue, 

r Lea a credl t to $0.0 SO.lS 10.0 $).0 n.o ~0.0 n.o ~0 0 so.o 
fuel cl•u.ae 150.00 
ttt.U\~. revtnuof rot• t1 t 

G ,~ .. t Qllth $~.0 54.2~ 1~.0 n.~ n.~ ~~.0 n.o ~i 0 n.o 
cc-o-r.-FJ tU.l~ 

"•t•11 . 
tl ClcdiL to ,,.,., $ 4 .o $).)2 tc .o $2.8 $2.1 , •. o 04.0 ~l.b , • . o 

clause CreU11U 
C .10 • GJ 

I n•lo"' tho Uno u.o GO.Il 11.0 $0 . ., t o • ., 
" 0 

u.o ,. ' u.o 
I. :'0 • C 

Prior to FERC Order 888 , the transaction price oC the example 
sale above would be S25 , with a SS ga i n Cor the seller . The qaJn 
would be split 80\-20% between ratc:!paycc s ($4) and Hockholdct!l 
(SlJ. (Sue rows Hand I in Table above.) As a result oL Lhe FERC 
Order , the utilit ies proposed four different cost recovery methods. 
This ultimately affects the gains from economy sales and therefore 
the credit to the seller' s ratepayers through the !ue1 cl<~use . 
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Our holdings herein attempt to maintain the level of gains the 
same as before FERC Order 888 . This wi ll ho ld ratepCiyers harmless 
to the FERC Orde r , which has imposed no addlttOrtCil costs . We 
define the gain on each sale as the total revenue m1nus incremental 
system costs and any t ransmission charge which is separCitely billed 
to the buyer. Under the hypothetical , the gain Cor FPC, Gulf and 
TECO is SS (See row G in Table above) . This is split 80'i.-20\ 
be tween ratepayers ($4) and shareholders ($1 ) , the same ds before 
FERC Order 888 . We disagree with the cost recovery method proposed 
by FPC because of the separations method appli ed . We also disagree 
with TECO' s cost recovery method bec ause TECO is crediting the 
portion o f the original gain the company hc1s ' t:.l tmad:ed ' fo t 
tran smission to operating r evenues. These issues ar~ dtscussed 
fur ther below. 

As displayed in the table above , our findings do not result i n 
the same gain for FPL as before FERC Order 888 . FPL is the only 
utility fo r which the transaction price changed subsequent to :he 
FERC Order . However , maintaining the s ame gain for fPL would 
require imputing revenues and r ecreating hourly broker matches . We 
find that to the extent po~~ible, stockhold~r;s .-.nd ratepayers 
should not be harmed by the FERC Order . 

An important aspect of the seller ' s recovery is the regulatory 
mechanism through which transmission revenues are credited . 
Economy sales have traditionally been treated a:: non-sepcHated 
sales by this Commission . In Order No. PSC-97 - 0262- FOF-EI , issued 
Harch 11. 1997 , in Docket No. 980001-EI, the Commission reconfirmed 
its policy of crediting all revenues resulting from non- separated 
sales through the fuel and capacity cost recovery clauses . The 
Order states: 

Because non-separated sales are s poradic , a utility does 
not commit long-term capacity to the wholesale customer . 
Non-separable sales are not assigned cost responsibility 
through a separation process , therefore the retail 
ratepayer supports all o ! the investment that ls used to 
snake the sale. In exchange fo r supporting the 
i nvestment , the retail ratepayer rec ei ves all o f the 
revenues, both fuel and non-fuel, that che sale genera tes 
t hrough a credit in the fuel and capacity ccsL recovery 
clauses . fl)r Broker sales , the utility' s shareholders 
receive 20 percent of the profit associated with the 
sale . (Pg . 2) 
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The evidence adduced in this proceeding d Of':l no t uuppo r t •' 
deviation from our policy . The transmission chtHt}t' lt-quat••tl lly tho 
FERC Order is a contribution to fixed transmissi on colt' , rto l dll 

incrementa l cost associated with the sale. 3anc• ltxud 
transmission expenses arc included in retail basf' rat••n .uul !tally 
supported by retail customers for non-separatud !l tllt'!l, r oltlll 

ratepayers should benefit Cully from the t ransm1 s~ 1 on IO•Vf'IIU<'!I 
q(>ncrated by economy sales . We disagree with n:co • :~ witnl''lll , 
Brunick, that crediting these revenues to operaunq ~t •vo •mH•!I will 
allow retail customers to benefit fully from transmt~:II UII ,,,).ttold 
revenues. If this revenue is credited t o oper.Jt inq ro •vPrHHlll, .1:1 

suggested by TECO and Gulf , retai l ratepayers wtl l on ly l><•n,.llt by 
a base rate type of proceeding , such as c1 r tt• • C<~ll" 0 1 ' '" 

ove recJrning stipulation, applicable only t o the spt'<.l lt c ut til ty . 
In contrast, if transmission revenues are credit('d to th•• I ut•l 
clause, as suggested by FPL, FIPUG, OPC and FPC , rc t.ll I r tU•p ' Y" ' '1 

will be fully compensated for their investment in llw t ,, , IIIli"' 
used to make the sale . FPC also stated that to llw o•xtunl llw 
comrlny collects add itional revenues Cor ttdnsml tuiort, tho 
additional revenue should be c r edi t ed to opcrl'lt..inq r<•Vt' '"'"ll· 
llowever , under fPC's methodology, additional Lran s ml,l:Jiun IIIV<!IIUI' 
is o nly collected for economy sales made outs.idl' tht• IH o l;••• r•y•ll .. m. 

Further, transmission revenues fr om economy :;. al ~·s IJotwccn 
directly interconnected utilities were not antici patt•1l .ttl ' ' c t~•Jll 
to ope rating revenues when base rates were seL . It t ot l o wD t hdl 
base rates are higher than they would have o the r wtse l it' ''" to• the 
selle r. Crediting ope rating revenues wllh these t r ••nsmuslon 
revenues, without a downward adJustment to base rat••s would r••sul t 
in a windfall for the seller. 

Finally , we do not find Gulf ' s and TECO' s or qurnnnt th.11 n:ur 
rcquJ res non-firm t ransmission revenues to be treutod tl:J , , • r uvunuu 
credi V a compelling reason to cred1t the se ller' s t.rMI'Imi 11lo11 
n:vcnues from broker sales to operating revPnues . T1CCO I Unq t o 
TECO' s witness Kordeckl., in Order 888A, I'ERC "I'XJ>IH lrtt• I t h.H 
revenue from non-firm transmission services should c<mlllllll• t o bll 
reelected as a revenue credit 1n the dcrlVcJLi on o l tlrm 
transmission tariffs." (Tr. 235) Gulf's witness , Howell, ust•ll this 
FERC requirement to argue that if these revenues w,..r o c r ••<I It o•d t o 
tlw fuel clause, tho utility would bt> rl'qulrNl t n r• Ill rill' 
revenue t wice , resulting in an underrecovory t o • tho• !I•• II tuq 
utility . No additional supporting ev1dence beyond Lho tc~nlmony o ! 
witnesses Kordecki and Howell wa s supplied by r.utt 0 1 n:co 
expldlning this FERC requirement. It u l so ••prw..r 1 lhut thfl 
Lulltimony o f TECO' s witnesa Branick conftlcta with tlw to•:lt tmvny 
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provided by TECO' s witness Kordecki . Branick stated that TEC0' 3 
treatment of these transmission revenues was consist~nL with our 
policy of crediting third party transmission revenues to op!!rdting 
revenues for retai l ratemaking purposes , rather than credtllnq 10 

wholesale customers in the establlshmer.L of film tt"ansmtsslon 
rates . FPL and FPC did not express concern about this 1ssue . 

Another important aspect of the seller' s recovery 1 s the 
separation factor for transmission revenues . Currently , l otn thP 
fuel costs and gain from economy s~les are separated between retatl 
and wholesale customers based on energy . This separatiort o~cu1s 
automaticall y for all revenues and expenses f low1.nq throu<Jh the 
fuel clause . However , FPC believes that the seller' s transmtss.~n 
revenues should be separated by a transmission-related separations 
factor before any gains on economy sales are calculated . For FPC, 
"jurisdictional responsibility for retail cu~tomurs is 
approximately 95\ for generation-related and 7~\ for transmlssion
r rlated," e xpenses . (Tr . 60) Acco rding to FPC' s Cd l cul.ltl ons , 
applying the transmission-related separation~ (actor to this 
revenue results in a reduced credit to retail custome r s throuqh the 
fuel clause for sales under existing economy agreements. 

We do not agree wi th FPC. The transmissi on-oclated 
separations factor FPC was referring to wa s the result of the 
separations, or cost .:>f service , study applied in the e:;tdbl!shment 
of base rates. This separation factor allocates a po ruon of 
transmission costs to separated wholesale sales . As noted ilhove , 
economy sales are non-separated sales. In a senue , FPC i r •• ~king 
that these non-separated sales be treated as separbted sales. We 
see no compelling reason for applying a base rate separallons 
factor to non-separated sales . Pr eviously, we have clearly stated 
that revenues from non-separated sales should be cred1ted to r~tail 
customers to compensate them for supporting troe investment us~d in 
making the~e sales . 

Therefore , we hold that the gains from broker sal~s should be 
the same before and after FERC Order 888 . We define the qdlns !rom 
broker sales as the total revenue minus incremental system cost and 
any transmission charge which is separately billed to the buyer. 
The gains from broker sales shall be split B0\-201 between 
ratepayers and shareholders pursuant to Order No . 1J92J , iss11rd 
January 2~ , 1984, Docket No. 830001-EU-B. Any '" lrlllt on.J I 
transmission revenues which ore sopar.:~tcly hd led to ltw buyet 
shall bo ctcdltod to the fuel clause of the selling utillty . These 
,,ddlt tonal transmission revenues shall be sepa rated based on nnergy 
in accordance with the normal procedure established for ttw fuel 
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clause o f the sell ing utll t ty . Each utllll t P~ · t uel cl au~c shdll 
be ad j usted t o refl ect ou t dectsl.on 1n th1s docket c t t Pc::ttve 
J anuary 1. 1997 , f o r all b r o ke r t ransaclions . Ea ch ulllily sh .. lll 
r e fl ect the impact o f o ur decision 1n 1ts p t ojPC::t l on t <'st imony and 
f i l i ng in Docket No . 98 0001 - E!. 

RECOVERY FOR THE PUBC!I/\SEB; 

All costs f o r economy pu rcha s•·s ·•rc current! i' rccov.•n·d 
th r ough the fuel c lause f o t the purchaser . ITt . ':1 :') Thet• • 1 !1 

agreement among all t he paroes pa r tic1pattn•J 111 lt11 1< ~k.,l LI•·H 
the full cost o f e conomy pu t chases between <.h t •' < t l \' tnu:rconn••c• .. t 

utili t ies , including any new tr .1nsm1sston cha : q••s r• ulttng ! r om 
t he f"EBC Orde r, sho uld cont 1 nue to be r ecove r.•d t h r U•l h the t ue l 
clause . 

We agree that t he t o tal cost of a n economy r u t ch.tse should tJ,. 
r ecovered through t he f uel c l duse . The purchaser of Pcnrwrny ""'~rgi' 
has a c hoice be tween pu r c h<lsing o : gene r dl inq t ho• powt• t . 1 f the 
p u r c haser were t o generat e the p ow•· r , t he a ssocicJtct! tncremental 
s ys t em costs would be J."ecove t od tht ough t he f ue l clause . Tlw l u ll 
costs o f an e c onomy purc hase should be recove red In th«• !t.u:.• m.Hme r 
LO a void false inc ent i ves i n favor o f gencr.1 1 011 o : purch.:lse 
.tltern.ll i ves with relatively low ll ansm1ss1on ch.Hqes . 1 f the 
ttansmission charge i s recovered th: Jgh base r .ttcs r It It" r th.Jr t he 
fuel c lause , there 1s no guard ntee t ha t the pu r ch<~:u•r wtll .-h .sc 
the l east cost a l ternat1 ve . 

There f o re, we hold th.ll oll actual costs of d broker purchase , 
ancluding any t r ansmiss1on c~sts , s ho l l be recovered th r ouglt the 
fuel clause. 

Electric Otilitiea' W.thodol09ie• Wor Identi~ying Wbe.ling 
Tranamiaaion Coat• and Prici ng ot Wheel ed 8ro~•r Salea 

!fhi.s seet:ien e:ddree~e tJ t he ftUU\ner i fl wh ieh t r~ft3fft l::t .den e::e:::tt 3 
ehoul tl af( eet t:he trarteaet :le,... ~riee e f u A eeeneM·t' , f: ·hetha le c, 
l•ro;.ce r· t E'Or\ ::lc)et i eft that te~tti res whe e ltf\lj be t ween t we f"ll e u Ut teet 1) 
' "tc reel'll'leeted ttti l ities, 'l'his secti on identifie s the monner i n 
which eac h party interprete d t hu i mpact of FERC Or der 88 8 on tho 
t ransac tion pric e o f a broker sale that requires wheeling between 
t wo non-direc tly interconnected utiliti es . 

The rERC unbundl i ng r equire ment ha s not a ffected the pnctnq 
methodol ogy f o r whee lud soles on the bro ke r s ystem. ~~~ 

rttcJteh £e r n ~heeled del e te sti l l "'ade baeed e a~ Mtud tntra rttJ 
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tRcJtelP\enta l ey8t:eM eoel 8d\' i PHJOs Tht• whee llnq t..-e 1~1 t~ ... ....,t add•'d t n 

the buyer's cost and billed sepilr<~tely to •h•· 1>11• a. W• ~ln<i 

bell. eve that this 1s appropr tate . •Hid ~ht, 1-i ••at '.,,.,..,_,..,t,.._..., 
FSRC' a reqttire:ftlef'\t that the etclle:t <JMbuttdl t:rutt:::ttf't tst r 1 t ~ lt.h-

f'PC, TECO, Gul f and fiPUG <lQrf.!~> thtll the n:IW ur,lnuulllnq 

.equtrement snould not affect th~· pr tc·,ng ml'lh<>lrlloqy t or ,, wlw• I•• I 

sale . Howuver, OPC <lppoocs to .tiOfet Uu 1 crctrHl mclh(>•toluqy 

proposed l>y FPL !or sa los between diri'Clly tnll•r connt'C lt!d ut Ill t lu:. 

,J:; an interim methodology for wheeled sal."' · W•· dl !lug r,.c• r h.tt 

fPL' s pricing methodology is "just 11 kc ll 1:J done tor l r .m:hiCll or•t• 

between non-directly interconnected ul!littt's." (Tr . Jr>0-101 It t• 

clear from the record lhat foe non-dln.•ctly tntt·rc.mrw.::t••u 

ut Lli ties, a separate wheeling chargo 1s added to th" t.riln'"" 1 I on 

pt ice, resulting in the buyer paying th~ full transmtN::Jion ··h 11 ' '' '· 

for a wheeled sale, the buyer would pay l S3 wh• •••llnq I •·• In 

.tddltlOn t.O the $2!) transaction £ rtCt! , rt•sulttnq Ill dll et !PtliVt' 

price of $28 . 

Therefore, we ~ belie ve that transmlssion wht>t•ltrH1 c o:tt :r 

should continue to be added to the broker t.rans1ct1 n J-<r 1 •• .Jit••t 

a match is made to determine the purchdse r· ~ totdl rrt c. 

Tranemieeion Coat Recovery ~or Wheeled , Schedule C, Broker 

Transaction• 

Til i" .,eetiol'l o!oddre.,.,ee Tilt!' second issue to be resolved 1 'J tlw 

m.mncr in which transmission costs should be recovered b••twet'n non

lirectly interconnocterl utilities. 

We treat third party wheeling revenues unt!orml y. r r non

broker sales , either short-lerm ftrm o r non-firm, whecl ! nq r••v• •m~t·:J 

ute c redHcd to operating revenues by the whl'clor. L!kr•w!s<', thl rd 

party wheeling revenues associated with br>kt•r sctlt•!'l ·•r•· c:•u11•11 tly 

c redlted to opera ting revenues by t.he wh,.,. J,• r. 

Unlike transmission revenues Co r the s~:!ler, tt.lnsml., 1 •n 

revenues Cor tho wheeler ot an economy sate were irwlurf••d 111 t h•• 

determinatiOn Of baSe rateS during t.hC lil:Jl l <llt I t' I I ' I h oo J 

the utilit.ies. Base rates arl' thf'rt•tur• lcowtH th.au tlwy wuul I h t 'J" 

hN•n if lht•!'lt• COVIH1Ut• cr-od! ttJ Wf'Cc IIOt considered. Rt" lUICin'J tholl 

Wh,.,.llllt) 1 tiVCilUOS btl crediled LO the (uel Cl<JUSe WllhOUl an ll!•W<Il I 

o.~<Jjus tment. to base rates could r esult in an underrt•• o v<•ry I o r t "" 

whcelinq utility. We agree with FPI., FPC', Gulr <~nd n:r·J th.ll 

wheeling revenues should conllnue to be credited to opl' t oll ing 

rr•vPnU<'!l. 
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We disagree with FIPUG ' s and OPC' s position h.H thHd party 
wheeli ng revenues f rom broker sal·eS should be credited to the (u\:1 
clause . No e vidence was p resented which would justify treating 
third party wheeling r evenues from economy sal~s di£C•rently than 
that for other wheeled sales as a result o t the FERC Order . 

Therefore, we hold that all costs for the purchaser , including 
any third pa rty wheeling fees , shall continue to be recovered 
through the fuel clause . In addition , all third pclrty wheeling 
revenues sha l l continue to be t:reated as a credlt to ope rat lng 
revenues. 

Based on t he foregoing , it is 

OROGRSD by the Fl erlela Pt:t~lie Ser·1iee CerM\ iseiC:sR that; o3 :tel 
f or t h lFI the be dy ef thi!J Grder, the teret'\adet i:eA ~r iee e£ a 6 roher 
sale 9he ttl 8 Be baeeel eA ehe i Re:eeme•u:a l aya teft\ J3f'8Eh:ae t 1er; ee$t ; 
jt13t a ... 6e£ere fERC Oreler 888. •"i71Y trer\s mi eeiel'i ehar~e r e(l~ i ted h)· 
fERC Order 888 ehettlel net inf l t:te.-. e e the tju i " c;" t'l bro~t" t dill e . As 
euthfle9 1 1'1 Gttl£' s ,re,esal, ofly FSRC r e q tot r ed t r on9rroi99iefl ee:HO! 
a tle~ld ~e a~de~ afte r t he ~reker ~ae ~at e~ed a ~~ye~ aA~ eellee. 
'rftl3 Me t h e eJ pee:serttes t he i .,tef'IJ t ef the bt:eke t ~yster'fl. it i :t 

htrther, 

ORDERED that as set ~orth in the body o! t his Order, th~ gains 
from broker sales should be , to the extent possible, the same 
before and after FERC Or der 888 . Furthermore , because broker sales 
are non-separated sales , any addi t .ional transm i s:~l on r•JVf>lllH!!J sh tl 1 
be credited and sepa rated according to tile norm~! proceduru within 
the fuel adjustment clause o 1 the selling utility . for the 
purchdser , al l actual costs shall continue to be recovered through 
the fuel clause . It is further 

ORDERED that the fuel clause shall be adjusLed Lo LCLlect the 
Commission' s decision effect ive January 1 , 199?, 10r all broker 
t <ansact 1ons . 1 t is furthe r 

ORDSRS9 t hdt t:taftsmiee i e f\ wheeli:ru] eeett:a aholl c o ntinue te be 
atJEittJ to t Ae broker t r e" eeet ien pr1ee o£ Ler 6 ft'i t\teh s_s rrtetfe ! o 
dt~ t e rntiuc the f)taee has e r ' a tc: La l priee . It ia £ttr t her 

ORDERED that third party wheeling revenues shall conttnuv to 
be treated as a c redit to operating revenue:J Cor Lhc whceiiny 
ut lilt y. Whee ling costs shall continue to be recovered through the 
l••cl clause for the purchaser . 
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By ORDER o t Lhe florida Publi c Service Comrni:JSIOn Lh1•; __ 

d<~y of 

BLANCA S . BAYO, Dir~clor 
Di vision of Records anrl Meporltng 

(SEAL) 

LJP 
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